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E.O. 11652: N/A 
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SUBJECT: PD 1352 WIPES OUT TAX-FREE IMPORTATIONS (IV) 

REP: (A) MANILA 7633, (B) MANILA 7771, (C) MANILA 7847 

1. SUMMARY. JAPANESE AMBASSADOR HAS APPROACHED SECRETARY 
VIRATA ON PD 1352, AND JAPANESE EMBASSY HAS ASKED US TO 

JOIN IN "JOINl APPROACH" TO GOP. WE PLAN TO SUPPORT 
JAPANESE EMBASSY IN "PARALLEL APPROACH." END SUMMARY. 

2. JAPANESE AMBASSADOR MIKANAGI MAY 6 TELEPHONED SECRETARY 
VIRATA ON PD 1352, AND STATED THAT FULL IMPLEMENTATION OF 
THE DECREE COULD PUT ONE JAPANESE COMPANY IN "TROUBLE" OR 
"BANKRUPTCY." FYI: JAPANESE COMPANY IS PHILIPPINE SIN- 
TERING, A KAWASAKI STEEL SUBSIDIARY WHICH IS THE SINGLE 
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LARGEST JAPANESE INVESTMENT IN THE PHILIPPINES. ANOTHER 
COMPANY FACING SIMILAR TROUBLE IS PHILIPPINE KAO. SEE 
MIKE MALLOY AWSJ ARTICLE CITED IN MANILA 7633. END FYI. 

3. VIRATA TOLD THE JAPANESE AMBASSADOR, "DON'T WORRY," 

I.E., THAT PD 1352 WILL NOT APPLY TO PHILIPPINE SINTERING, 

AND THEN ELEW OFF TO GENEVA AND OTHER POINTS AND WILL NOT 
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RETURN UNTIL MAY 30. MIKANAGI WAS REASSURED BY VIRATA'S 
SYMPATHETIC UNDERSTANDING OE THE PROBLEM, BUT JAPANESE 
EMBASSY STAFE - UPON RE-READING PD 1352 - WAS NOT SO 
SURE. THIS FEELING HAS BEEN REINEORCED BY APPEARANCE OE 
NEWS ARTICLES THAT THE DEPARTMENT OE EINANCE HAS ISSUED 
THE IMPLEMENTING REGULATIONS EOR FULL APPLICATION OF PD 
1352. WE ARE SEEKING CONEIRMATION OR CLARIEICATION EROM 
EINANCE. 

4. JAPANESE EMBOEE HAS ASKED US TO JOIN HIM IN "JOINT 
APPROACHES" TO BOARD OE INVESTMENTS AND BUREAU OE INTER- 
NAL REVENUE. HE ALSO MENTIONED THAT BOTH SECRETARY 
PATERNO AND BOI GOVERNOR CONRADO SANCHEZ HAVE BECOME UN- 
AVAILABLE DURING THE PAST PEW DAYS. PATERNO'S INACCESSI- 
BILITY HAS BEEN CONPIRMED TO US BY OTHER SOURCES. 

5. WE TOLD JAPANESE EMBOFP THAT WE PREFER NOT TO JOIN 

IN A "JOINT APPROACH " BUT WOULD SUPPORT HIM IN A PAR ATT, FT, 
APPROACH. E/C COUNSELOR HAD ALREADY DISCUSSED PROBLEM 
BRIEFLY WITH PATERNO, WHO INDICATED HE WAS FIGHTING DEPT. 

OF FINANCE ON PD 1352. WE WILL REGISTER WITH ASSISTANT 
SECRETARY FOR ECONOMIC AFFAIRS IN DFA, AMBASSADOR PABLO 
SUAREZ, OUR CONCERN OVER THE EFFECT OF PD 1352 ON THE IN- 
VESTMENT CLIMATE. IN ADDITION, U.S. DOMINATED ASSOCIA- 
TION OF INTEGRATED CIRCUIT MANUFACTURERS (AICM), MOST 
AFFECTED GROUP, WILL UNDERTAKE ITS OWN EFFORT WHICH WILL 
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SUPPORT LOCAL JAPANESE CHAMBER OF COMMERCE APPROACHES. 
AMCHAM PRESIDENT SUTER IS WRITING A LETTER TO PRESIDENT 
MARCOS. FINALLY, WEST GERMAN BUNDESTAG DEPUTY WILHELM 
PETER STOMMEL, IN A WELL PUBLICIZED INTERVIEW, POINTED OUT 
THAT THE KIND OF CHANGE IN POLICY IN PD 1352 DESTROYS 
THE CREDIBILITY OF A COUNTRY'S INCENTIVES LAW. 

6. COMMENT. WE ARE PLEASED TO SEE THE JAPANESE OUT IN 
FRONT FOR A CHANGE, BUT BELIEVE IT UNWISE FOR US TO JOIN 

IN A JOINT DEMARCHE WHICH WOULD GIVE NOT ONLY AN APPEAR- 
ANCE OF "GANGING UP" BUT ALSO AROUSE SUSPICION THAT THE 
U.S. AGAIN ORGANIZED SUCH AN EFFORT. IN FINAL ANALYSIS, 

GOP ITSELF HAS TO REPAIR DAMAGE FROM ITS OWN "FOOT SHOOT- 
ING EXERCISE," WHICH IS REVEALING ABOUT THE NATURE AND 
CIRCUMSTANCES OF DOING BUSINESS IN THE PHILIPPINES. 

TOUSSAINT 
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